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MEMODRANDUM FOR SEE DISTRIBUTION

SUBJECT: Performance-Based Service Contractng (PESC) Contract
Review Check List

Raterence the following:
a  Actng DASAIP) memoraadurm of May 23, 1987, subject as above.
b. Acting DASAIPY memorandum of August 27, 1997, subject as above.

. OFPF memarandurm of February 27, 1938, entitled, PBSEC Pilat
Project.

d. Acting DASA[P} rmemorandun. of March 23, 1998, entitied, PBESC
Pilet Project.

In references a and &, ] asked yau to review and classify all newly
awarded service contracts with 2 tetal estmatad value of 250,000 or greater
as PB3C. Pattially-PBSC, ar Non-PESC  These memarandums also required
you to characterize these effors as fived price or non-fixed price  This data
was due 3] days after the cioze of the respactive gquarter and included contract
awards through the 1" quaner of fizcal year (FY) 1998

The cormposite data for the 2™ theough 4™ quarters of FY 97 ana the 1%
guarter of FY 98 indicate that 61 percent of these serice contracts and 69
percent of our sernce contract dollars were gither PEBSC of P-PBSC. This data
is provided as an attachment to this memarandum and will be avalakbe an our
web sile. Furthermare, our mest recent data indicates that approximately B35
pereent of our combined FEBSC and P-PESC contract awards and 55 percent of
our service contracts are fixed-pnce tyoe affarts. | appreciate the affort that
everyone has expended ©n this endeayor to date.

While | contnue 1o be encouraged by the resulis of the preceding four
quarters, | know we <an sabstantially improve our PESC usage rate The
greliminary results of OFPP s pilat project indicate that, when fully and properly
applied. PESL enables us to simuttareously abtain signficantly improved
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contract perfarmance al reduced prices. These resuits are particulany
noteworthy when non-PESC cost iype afforts are converted 10 fiaed price type
FBSC efforts. This program alsc dovetails nicely with our goal of managing for
results. not process. Evidenes is acournulating however that apphcation of anly
zalected aspects of the tatal PESC methodolegy s nat likely to be nearly ag
fruitful. and may even diminish the value of services prowided. Accordingly, you
are gncouraged to use tetal PESC methods whenever possibie.

| request that you cantinue 1o review and classify all newly awarded
service contracts with & tatal estimated value of 250,000 or grester and
provide me the results of your analysis. Cantracte for construction, utikies A-
E. and R&D remain excleded from this analysis and ciassification. 've again
included our PRSC chackhst inarder to assist you in this effort. This analyzis
should cantinue to be accompdished by your Competition Advocates, ralled up
by MACOM and be provided o us quanerdy on a FY basis. Fixed price and
non-fixed price contract classification cantinues tc be required. The quarterly
subrmiszionz are due 30 days after the clase of the respective quarter.

| cantinue i encourage yow to 1. Promote PBSC to the maximum
extent practicable within your command, 2. Include PESC in your acquisition
trairng programs,; and 3 Share PESC methads. solicitations, and lessons
learned via your Internet Homepages. POC far this action is Rober Friedrch,
SARD-PS, phone (703) B31-7577 of SN 7B1-7577. fax DSN 761-7580,
e-mail, friedrirdsarda.army mil.

Acting Depuly Assistant Secretary of the
Army [Procurameant)

Attachments

LISTRIBUTION.

HQ U5 Ay Materiel Command, ATTN: AMCRDA-AC (PARL)
2001 Eisenhower Avenue Alesandna Wa 223350001

Ceputy Director, Defense Supply Sennce — Washington 5200 Army
Pentagon, Washingten, b C 20310-5200



DISTRIEUTION: [CONT)

Commanaer, Headguarters LS. Army Forces Command ATTH.
AFLG-FR, 200 Hardee Avenue. Fart MePhersan. GA 30330-6000

Commander, U5, Army Medical Command, ATTN: MCAA. Bldg. 4187
2107 17" Straet. Suite A, Fort Sam Houston. TX 7A234-5015

Commander. .S Ammy intelligence and Security Command, ATTN: [APC,
Fart Belvore, WA 22 05(0-524E

Commancer, TRird United States ArmyfULS. Army Forees Center
Command ATTH- AFRDC-PARC, 1301 Anderson Way, S
Ford McPherson, GA 30330-1064

Commander, LS. Army Medical Research and Materiel Command .
ATTM: MCMR-8AZ-A Forl Cetrick, Fredenck. MO 21702-50 4

Commander, LLE Army Military Districl of Washington, Fort Lesiey .,
MoNair, ATTH- ANPC. 133 Third Avenue, Washington. O .C.
20519-8058

CGommander, Mintary Traffic Management Command. ATTHN. MTAQ.
5611 Columbia Fike, Falls Church, W& 22041-5050

Cormmander, U.S. &rmy Space & Strategic Defense Comrmana,
ATTN. CS580-CM, P.O. Bax 1500, Huntsville, AL 15807 -3801

Commander, U.S. &rmy Traimng and Dactire Command, ATTHN.
ATBO-A, Ford Monroe, WA 23551-5000

Commander. U 8 Army Cantrachng Command. Europe, ATTN:
AEAPR-PA (PARC) Unit 20331, AFQ AE 09265

Azsigtart Chief of Staff. Acquizition Maragement. H2, Eighth Urnited
states Arry. ATTHN: FEAG, unik “5237, APD AP 36205-0009

Aszsistant Cheefl of Staff, Acquizitien Management, U 5. Army. Pacific.
ATTN. APAM, Fort Shafter, HI 96B5E-5100

Cammander, U.S. Army South, ATTN: SQCS-CC (PARGC), Lnit 7131,
APO AA 34004.5000

Commander, U.5. Army Carps of Enginears, ATTH. CEFPR-Z4,
20 Massachusetts Avenue N W Washington. D.C. 20314-1.200

Cirector, Headquarters. U S Army Operational Test and Evaluahion
Command, OFTEC Contracting Activity, ATTHN: CSTE-CA. Post
Office Box Y. Fort Hood, TX 75544-5085

Chie’, Natignal Guard Buread, ATTN: NGB-AQ, Skyhne Bulang Six,
Suite 4074, 5109 Leassbuig Pike. Falls Churgh WA 22041-3201
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Parformance-Based Sarvice Contracting [PBSLC)
Contract Review Check List

PRSC Roguirermnants:

1.

2

3

71 th

9

(M) SOW contains objective, missien-related performance autput
requirements.

(M) SOV eontains measurable, mission-related performance quality
standards

(H) Caontract contains pesdive and negative incentives {i.e., deductian
schedules) based on Qualty Assurance (QA) measurements.

(H) Commercialingdustry-wide performance standards are relied upon where
possible.

(M} Contractis not a term type.

iM} Use experience gained from recurnng requirements ta canvert them to
performance-based requiraments.

{H) Contract is fixad-price.

{H) Markelplace and stakeholders are provided the oppartunity to comment
on draft performance requirements and standards, QA plan and incentives
yia draft splicitations and gavernmentindustry forums.

M} Historc workload analysis is generated to aid in determining scope of
requirement, or 15 estimated if not available.

Requiremanis that are not PBSC par se, but can “make or break' tha
aHectivanasa of PRSC:

1.
2.
3.
4.

5.

{H) Contract award is competitive

‘H) Besl vaue evaluatichselecton s usag,

{H) Infarmal conflict resoution methcds are avalable (e.g., ADR,
ambudsmant.

(M) Contract contdins govemnment quality assurance (DAY plan 1o measure
perdormance vs. standaras.

(H] Multiyear autharity i3 used if available.

Ajll of the abave requirements aiso apply to individual task prders issued under a
task order contract and individual projects andior respensibilities assigned under
a majcr site management canract.

(M) Mandatcory
{H} Highty desirable



